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Report of the Maryland Tax Commission to the General Assem- 
bly. With supplementary report on Taxation in Maryland by 
Richard T. Ely. Baltimore, 1888. — 8vo, 200, ccii pp. 

The question of tax reform is becoming a burning one with us. 
It may safely be said that there is no other civilized community in the 
world with a tax system at all comparable to ours in primitiveness. 
What was suitable for the colonies and the localities at the end of the 
last century is plainly inadequate to-day. The infants have become lusty 
youths, and have entirely outgrown their swaddling clothes, in which 
they are still wrapped. The discontent is growing loud and general. 
Commission after commission is appointed, and the last decade has 
witnessed some slight change in the tendency of legislation. During the 
past four years we have had special reports of the commissions of no less 
than four states, West Virginia, South Carolina, Illinois, and Connecti- 
cut. Now a fifth has just appeared, that of Maryland, which deserves 
more than a passing notice. 

The report proper points out that the Maryland system of direct taxa- 
tion possesses many advantages over those of neighboring states. The 
assessors are not elected but appointed, thus minimizing the danger of 
improper influences ; the assessments are made by county officers, and 
not by those of petty subdivisions, thus avoiding local jealousies and 
efforts to reduce the assessments of localities ; the same basis is used for 
state and county taxation, so that no county can reduce its assessments 
without reducing its local resources. But the greatest advantage is one 
to which the commission only barely refers. Everywhere throughout the 
United States, as in Europe, there exist two methods of levying taxes. 
According to the first method, the state taxes would be assessed by state 
officers, in given lump sums of so many thousand dollars upon each 
county, and the county would then proceed to divide this lump sum 
among the ratables. According to the second method, the state officers 
would simply fix upon a certain quota or percentage, which is to be im- 
posed on every hundred dollars of property throughout the state, as 
valued by the local assessors. In France these taxes are called impdts 
de repartition and impdts de quotite respectively. In England and 
America there is, unfortunately, no specific name, simply because there 
is no science of finance. But the facts exist equally here. It may be 
well, therefore, to call them apportioned and non-apportioned taxes 
respectively. The distinction may be best expressed in the words of M. 
Cohen : " In the first (apportioned) the amount of the tax depends on 
the quotas of the individuals ; in the second (non-apportioned) the 
quotas of the individuals depend on the amount of the tax." In most 
of our American commonwealths the property tax is apportioned, and 
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the consequence is seen in the crying inequalities between the counties 
and the crude makeshifts of the boards of equalization. In Maryland, on 
the other hand, the property tax is non-apportioned, so that there is no 
resulting competition between the counties. This is, indeed, an immense 
advantage, which is shared by very few states in the Union. This whole 
subject of apportionment of taxation has never been worked up. Some 
most instructive lessons may be learned from the history of mediaeval and 
modern England, as well as of our own country, in this respect. But 
this is manifestly not the place to set forth the facts. It is, however, 
much to be regretted that the Maryland report does not treat the matter 
more fully. 

The disadvantage of the Maryland system in general is that there are 
no periodical assessments. That defect is one peculiar to Maryland and 
a few other states. But the one great defect which Maryland discloses 
in common with other states is the utter inadequacy and failure of the 
personal property tax. Although the failure is so notorious, the commis- 
sion does not propose to exempt personal property, but contents itself 
with the proposal to exempt book accounts when the stock on shelves is 
assessed. Dr. Ely, in his supplementary report, goes further, and pro- 
poses a total exemption of personal property, which would necessitate a 
change of the constitution. The main proposals of this supplementary 
report are : exemption of real estate from state taxation ; taxes on cor- 
porations (including taxes on the gross receipts of railroads) and an 
income tax as the chief sources of state revenue ; the tax on real prop- 
erty and a tax on the rental value of places of business as the chief 
sources of local revenue. 

In this scheme there are several points to be noticed. The limitation 
of the real property tax to localities is a good plan, if only for the rea- 
son that it is an apportioned tax. Apportioned taxes are never suitable 
for state purposes. Were the real property tax to become local, as is 
practically the case in England, we should escape all the inequalities and 
the makeshifts of boards of equalization with which we are now so 
familiar. France finds the same difficulty with her general land tax. 
The project of separating local from state revenues, as it is proposed by 
recent German financiers, is hence a good one. The proposition of an 
income tax has likewise much in its favor. Many of our tax reformers 
recommend exemption of personal property. But that in itself is not 
sufficient and cannot be upheld by any fanciful doctrine of diffusion of 
taxes. It would simply result in an undue burden on real estate. Some 
form of income taxation is necessary in order to reach those who would 
otherwise go untaxed. But the discussion in the report is not by any 
means full enough. The question arises whether, if real property is 
already taxed, an exemption should not be permitted for the income 
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from real property. Otherwise the income of personal property would 
be taxed once, and that of real property would be taxed twice, once as 
income tax, once as property tax. Neither this question nor any of the 
other important points as to advisable exceptions and exemptions in the 
income tax are treated at all in this report. Furthermore, even granting 
the expediency of an income tax, it is questionable whether it should be 
a state or local tax. The argument against the income tax as a local 
tax is that it might lead to a loss of business or population. On the 
other hand the same objection may be made to a state income tax when 
compared with a national income tax. Moreover it must not be forgot- 
ten that in some of our states the great extension of corporate taxation 
together with the collateral inheritance tax in themselves bid fair to 
cover all state expenses, thus rendering unnecessary any resort to either 
the real property or the income tax as state taxes. The mere proposi- 
tion of an income tax brings up a host of questions which the report 
does not attempt to treat exhaustively. 

Both the main and the supplementary report recommend the taxation 
of railroads through gross receipts according to the Wisconsin license fee 
system. This appears to me a mistake. The just basis of corporate as 
of all taxation is net earnings, not gross earnings. The gross earnings 
tax is like the tithe on lands. It bears no proportion to the ability of 
the tax payer, because it takes no account of expenses. Every country 
in Europe taxes railroads through net earnings. Of course net earnings 
do not mean dividends, but gross earnings minus operating expenses. 
Railroads built chiefly on the proceeds of the mortgage bonds could 
then not claim that the interest on the bonds must be deducted before 
net earnings are ascertained. That would patently render net profits 
very small and make the tax unprofitable. But net earnings in the real 
sense of the term form the only just source of railroad taxation. 

The supplementary report is mainly a discussion of practical ques- 
tions. The theoretical portion does not make much pretension to 
completeness ; thus the " principles of taxation " are declared to be 
equality and the last three of Adam Smith's classical rules. Mill's inter- 
pretation of equality as equality of sacrifice is adopted, but no men- 
tion is made of the opposing interpretation. Nor is there any dis- 
cussion of universality of taxation. The value of the report thus lies 
chiefly in the details of practical administration, and in the bare sugges- 
tions for a general reform of our whole system. Appended to the re- 
port is an interesting but anonymous historical sketch of taxation in 
Maryland. 

E. R. A. S. 



